
Budget and Bond Questions and Responses – February 21, 2018 

 

I heard there is a projected surplus of $1,769,819 from FY 2018. If the projections 
are accurate, or even close, and the surplus can't be carried over due to State 
regulations around carrying over revenue, where does the $1,769,819 surplus 
paid by taxpayers go? 

First, the estimated surplus focuses only on the expenditure budget and ignores other 
revenue, which offsets the expenditure budget. Other revenue is any revenue that does 
not come from the State Education Fund. It includes things like state and federal grants, 
reimbursements for special education services, and tuition revenue. FY 2018’s other 
revenue will be reduced by approximately $304,000 versus budget because Act 88, 
which was passed late in FY 2017, includes a “clawback” to the state of some of the 
savings related to the new healthcare plans. The clawback will essentially be a negative 
revenue. Another way to think of it is that we projected about $1,000,000 in health 
insurance savings this year, but that savings will be reduced by $304,000, so we will 
only achieve about $696,000 in savings. 

Second, the surplus, whatever amount it ends up being, does carry over but to the FY 
2020 budget instead of the FY 2019 budget. State law requires that any surplus 
becomes a source of revenue in the District’s budget two years after it is generated. It 
can’t become a source in the very next year because the budget for that year will 
already have been set by the time the amount of the surplus is known. It can’t be held 
by the district indefinitely because the state doesn’t want districts to build up big 
accounts of taxpayer money. If you take a look at page 27 of the budget book -- the line 
titled “Carryover of Prior Year General Fund Balance,” the $555,345 projected for FY 
2019 represents the surplus generated in FY 2017.   

This carry forward amount is composed of two figures that you can find in this year’s 
budget book, and a third one that unfortunately does not appear in the budget book.  On 
page 27 of the current year’s budget book you will find a "budget” and an “actual” 
column for the 2017 year revenue budget.  The general fund revenue budget for FY 
2017 totaled $45,556,519.  The actual amount received for the year (unaudited) was 
$47,062,523.  This means the district took in $1,506,004 more than it had anticipated 
when it built the FY 2017 budget.  Turning to the expense side of the budget on page 
31, you will see that the general fund expense budget was $45,561,810.  The actual 
expense for the 2016-17 shows as $46,526,347.  The district expended $964,537 more 
than its budget.  Nearly all of that over expenditure was due to items relating to special 
education, for which the district receives reimbursement from the state.  Subtracting the 
expense over budget, $964,537 from the revenue over budget, the $1,506,004, results 
in an unaudited fund balance (aka “carryover”) of $541,467.  We use the audited fund 
balance for next year’s budget purposes which turned out to be $553,435.  When the 
auditors came in the late fall to do their field work, they found $11,968 in additional 
revenue items when they closed the books beyond the funds we received and posted 
on June 30.  That is not unusual.   



 

If FY 18 was over budgeted by almost $1.8 Million why would FY 19 not start at 
the FY 18 "projected actual budget" and build from there? If it was started at the 
"projected actual" for FY 18, wouldn't it have resulted in a tax decrease, 
especially with moving $950,500 in capital improvements to a bond fund? Why 
does the budget process begin with last year’s estimated budget and increase 
from there? 

FY 2018 was not over budgeted. The budget for FY 2018 represented the best 
estimates at the time for the resources the District would need to provide the 
programming that the community wants. District budgets are built from the ground up by 
determining what programming will stay the same for the upcoming year, what will be 
eliminated, and what initiatives need to be added. Next, the resources such as teachers, 
staff, supplies, and other items and services needed to provide that programming are 
determined. The costs of those resources are estimated based on known information 
like salary levels (which are part of collective bargaining agreements) and healthcare 
plans (employees will choose from the options offered and how much they will use 
them). The District does not start with last year’s budget and add onto it but rather starts 
from programming needs and builds a budget for the current year from the ground up.  

The District cannot start the budgeting process with the “projected actual budget.” Even 
if we did, starting with a projection of actuals would not be better than starting with the 
previous budget in terms of accuracy. The budgeting process for the following school 
year starts in September/October and the budget has to be approved by the Board by 
mid-January in order to be warned properly for Town Meeting Day. There are still 
several months left in the fiscal year when the Board approves the budget for the next 
school year, which means that there is no way to know precisely what the final “actual” 
numbers will be.  

Several things can change estimated expenditures between December 1 (when the 
updated projections were made) and June 30 (the end of the fiscal year). A good 
example in recent history is that several students who needed significant special 
education services entered the district at the same time in the spring of FY 16. This 
required adding on several new staff members to meet their needs well after the FY 16 
school year was underway. Any year-end projections for FY 16 that were made in the 
fall of 2015 would have been inaccurate because we had no way of knowing that we 
would need to add those staff members during the year. 

In addition, the projected actual for a particular expense line item for this fiscal year 
might not clearly represent the “run rate” for that line item. This year, for example, the 
projected actual for teacher salaries would include most of the same teaching staff we 
will have for next year but not their salaries for the full year. As a result of the challenges 
passing the budget last year, we were still hiring teachers into the beginning of the 
school year. That means in FY 18 some of those teachers will have received only a 
partial year’s salary. If we keep the same teachers and programming for next year, 
those teachers would receive their full year’s salary next year, meaning that expense 
line would be higher even without adding new programming.  



What are the terms of the bond issue and how much will it cost the taxpayers by 
the time it’s paid off?  Is the bond through the Vermont Municipal Bond Bank?  At 
what interest rate? Tax costs? Other fees?  

The district would borrow this bond through the Vermont Municipal Bond Bank. The 
bond bank is a not-for-profit State governmental entity. It does not charge fees for its 
service. The actual bond interest rate will not be known until the bond bank bids the 
issue out, sometime this summer.  We are estimating the rate at 4% but we think the 
actual amount may be lower. At the four percent estimate, the first full year bond cost—
principal and interest—is estimated at $83,644. The first year amount, is an anomaly, 
one-half of the interest cost--$19,010--is included in the FY 2018-19 budget. The bond 
will incur $381,200 in interest expense over the twenty-year life of the bond.  The total 
cost, principal and interest, over the twenty years will be $1,337,700.  We estimate for 
FY 2019-20 (the first year that a full bond payment will be due) that the bond will cost 
$3.58 in annual taxes per $100,000 property value.  That amount will decline slightly 
each year over the life of the bond.   

 


